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SUBSTI TUTE HOUSE BI LL 2346

St ate of WAshi ngt on 58th Legislature 2004 Regul ar Sessi on

By House Conmittee on Trade & Economc Developnent (originally
sponsored by Representatives Veloria, O Brien, Kenney, Upthegrove,
Santos, Murray, Sullivan, Sinpson, G, Mrrell, Hudgins and Schual -
Ber ke)

READ FI RST TI ME 02/ 06/ 04.

AN ACT Rel ating to investing in Washi ngton busi nesses; adding a new
section to chapter 43.33A RCW and creating a new section.

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:

NEW SECTION. Sec. 1. The legislature finds that Washington is the
home to entrepreneurs and innovative technol ogies. The legislature
further finds that the availability of private equity for the start-up
and subsequent expansion of new businesses is critical to the continued
growt h and devel opnent of Washington's econony. The |egislature also
finds that investnent in Wshington firms would help accelerate
econom ¢ growth and increase the tax base. The legislature finds that
pension funds managed by the Washington state investnent board
constitute a major financial resource of the state, and that such funds
may be prudently invested in start-up and energi ng grow h busi nesses in
this state wunder policies established by the Wshington state
i nvest ment board. The legislature further finds that the goals of
maxi m zing investnent returns, prudent levels of risk, fulfilling
fiduciary duties, ensuring adequate investnent diversification
pronoting job creation, and strengthening the state's econony are
conpatible and nutually beneficial. Therefore, the |egislature
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declares that the state investnent board should sustain a |evel of
capital investnent in Washington conpanies to foster economc growth
and the grow h of the state enpl oyee's pension portfolio.

NEW SECTION. Sec. 2. A new section is added to chapter 43.33A RCW
to read as foll ows:

(1) In making and inplenenting investnent decisions related to
private equity, the state investnent board, its executive officer, and
the board's investnent designees under RCW 43.33A. 035 have a duty to
| ook first at Washington opportunities for diversification unless,
under the circunstances, it is not prudent to do so. This includes,
but is not limted to, providing seed capital to start-up or energing
busi nesses or placing noney with WAashington private equity firns for
investnment by the private equity firns in Washington start-up and
ener gi ng busi nesses.

(2) The state investnent board shall report biennially to the
| egislative fiscal and economc developnent commttees on the
i npl enentation of this section and its inmpact on the economc
devel opment of this state. The first report shall be delivered
Decenber 1, 2004.

(3) As used in this section:

(a) "Enmergi ng business" nmeans a new or snall conpany that has the
capacity, upon obtaining the appropriate capital, to generate
significant high skill, high wage enpl oynent.

(b) "Private equity" neans equity financing that is provided for
starting up, expanding, or relocating a conpany, or related purposes
such as financing for seed capital, research and devel opnent,
i ntroduction of a product or process into the marketplace, or simlar
needs requiring risk capital.

(c) "Seed capital” neans financing that is provided for the initial
phases of devel opnent, refinenment or comercialization of a product,
process, or innovation, including but not limted to facilitating
technology transfers related to academ c research, discoveries, or
devel opments for the purpose of comercialization of a product,
process, or innovation.

(d) "Start-up business" neans a business in the act or instance of
being set in operation around a technol ogy, product, or service based
on a sound busi ness pl an.
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(e) "Washington private equity firnf neans an entity that has a
majority of its enployees in this state or that has at |east one
managi ng partner domciled in this state that has made significant
capital investnent in Washington conpanies and that provides equity
financing for starting up or expanding a conpany, or related purposes
such as financing for seed capital, research and devel opnent,
i ntroduction of a product or process into the marketplace, or simlar
needs requiring risk capital.

--- END ---
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